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Board of County Commissioners,
Budget Discussion Item

Date of Meeting:  June 14, 2005
Date Submitted: ~ June &, 2005

To: Honorable Chairman and Members of the Bgard
From: Parwez Alam, County Administrator %—"
Kim Dressel, Management Services Direclor
Alan Rosenzweig, Director, Office of Management & Budgaﬂ

Subject: Energy Performance Contract for County Facilities

Statemenpt of Issue;

This discussion item seeks authorization to proceed with the development of an energy performance
contract for County building facilities.

Background:
On April 26, 2005, the Board approved a request to cancel its workshop with Energy Systems Group

(ESG), regarding the investment-grade encrgy audit and a proposed energy savings performance
contract, which had been scheduled for May 10, 2005 (attachment 1). The request to cancei this
workshop was made because the long-term savings of this project did not significantly exceed the
associated costs. Additionally the contract was to include third party impl¢mentation, and a ten to
twelve year outside financing arrangement. The April project proposal broyght by ESG would only
have resulted in a net savings of only $12,287, after twelve years of debt repayment, with a total
project investment by the County of $6,571,450 (which inciuded a $4,965,658 project cost and
$1,605,792 debt service cost). The original proposal did not offer significant enough savings to the
County to justify its costs.

Upon agreeing to cancel the original workshop, the Board also directed staffto bring back an agenda
item to see if staff and representatives of ESG could arrive at a refined project proposal that could
prove to be more fiscally sound to the County. Successive adjusted proposals received from ESG
have consisted of a guaranteed net savings of $850,965, after twelve years of debt repayment,
following a total project investment of $5,832,269 (which includes a $4,466,238 project cost and
$1,366,031 debt service cost). The revised proposal will result in a guaranteed net savings of
$836,678 more than the savings proposed in April. The refined proposal has been proven to be in
the best interest of Leon County, and is hereby recommended to be further developed into the
required performance agreement that is authorized by Florida Statute, and approved by the Board.

Accompanying this item are the current Energy Conservation Measure (ECM) selections, and 12-
year Cash Flow Analysis Summary worksheets, as provided to the County by ESG are attached
(Attachment #2). Also, a spreadsheet indicating the various cost reductions and saving increases, that
have occurred through recent staff dealings with ESG (Attachment #3).
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As can be seen from the contractor’s proposal, the proposed project consists of 13 selected ECMs,
out of a field of 37 total ECMs which have been technically reviewed by both ESG and County staff,
over the past several months. These projects consist of the following:

Summary of Final Proposed Energy Control Measure Selections

L Board of ission Pro 3
Two praojects at the Leon County Courthouse $ 809,477
One project at the Bank of America property $ 139,514
One com'bined central hcaﬁng{cpoling plant $1,808,209
W%
IL on County Sheriff lects:
Four projt.acts at the Leon _County Ja_il 3 $1,280,817
| Grand. Total 13 Projects at cost of $4,466,237 |

These projects consist of energy-conscious enhancements to the noted building heating and cooling
systems, lighting system upgrades, computerized control system equipment and additional water

congervation measures.

Financing:
The proposed ECMs were selected on the basis of their optimized costs, versus the energy savings

potential, and is reflected within the computed simple payback periods. Additionally, BCMs with
longer payback periods were selected to meet immediate capital improvement needs, The resulting
energy savings program, therefore, offers the County a 9.5-year simple payback period, which is the
period of time it will take for the energy savings that are realized to exceed the total project costs.
Energy performance contracts with simple paybacks that are below 20-years, are considered good by
performance contracting standards, whereas simple paybacks that fall below 10-years are considered
as excellent. Shorter payback periods also offer the ability for the financing of costs within a
reasonable term for life expectancy of the equipment being purchased, and will coincide with any
new systems or equipment that is provided.

At the May 26, 2005 meeting of the Leon County Finance Advisory committee recommended that
financing for the Energy Performance Contract with ESG would bid by the ESG. The County’s
Financial Advisor David Moore with Public Financial Management Group, and the County’s Bondn 3
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Attorney Jolinda Herring will provide review of all documents. ESG will have no role in the
financing aside from coordinating the bid process. The $4.7 million project cost will be financed for
a term to of twelve years. The energy savings realized from the implementation of this program will
pay the remainder of the debt-service for all 12 years of the borrowing term (attachment 1).

Conclusion:
At the April 26, 2005 Board Meeting, the Board directed staff to continuing working ESG with the

expectation that ESG would msake one more good faith effort to propose a list projects and
corresponding energy savings that would bring a better value to the County’s facilities and the
County’s five year Capital Improvement Plan. After a revised project and equipment price list was

presented by ESG to County Staff, it is evident that the encrgy savings will cover the costs of the

projects and the debt service while providing much needed capital improvements to county facilities.

Options:
1, Authorize staff to proceed with the development of an encrgy performance contract with

ESG for the benefit of County building facilities, and to present this information to the
Board for formal approval at a regular-scheduled meeting. Authorize ESG to solicit bids
associated with the financing of this project.

2. Do not authorize staff to procecd with an encrgy performance contract or to have any
further dealings with ESG on energy savings.

3. Board direction.

Recommendation:
Option #1 is contemplated in the tentative budget

Attachments:
1. April 26, 2005 Agenda Item

2 ESG’s final proposed ECM selections and cash flow summary
3. Staff spreadsheet regarding recent project improvements
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Agenda Request 16
Date of Meeting:  April 26, 2005
Date Submitted:  April 20, 2005
To: Honorable Chairman and Members of the Board
From: Parwez Alam, County Administrator
Kim Dressel, Management Services Director
Subject: Approval to Cancel the May 10, 2005 Workshop on Investment-Grade Energy Audit of County

Facilities

Statement of Issue:

This agenda item secks Board approval to cancel the workshop scheduled for Tuesday, May 10, 2005, from 12:00 p.m.
1o 1:30 p.m. with Energy Systems Group (ESG), regarding the investmmt—grade energy audit of County facilities.

Backﬁromi:

On December 9, 2003, Progress Energy Solutions (PES), a subsidiary of Progress Energy (formerly Florida Power
Corporation) was sclected by the Board as its energy savings contractor (ESCO) and placed under contract to perform
an investment-grade energy audit of County facilities for a cost of $150,519 (Attachment #1). It was anticipated that
the energy audit would detail the feasibility and costs of energy enhancements that may be funded through a long-term
financing arrangement, according to State Statute, and made possible through the pledge of our guaranteed future
reduced energy consumption costs.

« If the energy audit did not identify projects that would yield sufficient savings to offset the debt service required
to pay the capital costs for the projects, then the company would absorb the audit costs.

o If the Board pursued completion of the energy savings projects identified through the audit, the cost of the audit
would be rolled into the costs of the projects and retired via debt service over the prescribed project repayment

iod.

. 'ﬁr{:re was a direct cost of the audit only if the Board did not pursue the energy savings projects (and those
projects would have yielded sufficient energy savings to offset the debt service to pay the capital costs for the
projects).

PES was later sold to ESG, a subsidiary of Vectron Corporation (a Midwestern electric utility). The company defaulted
under the terms of its contract, which expired without timely completing a final version of the energy audit.

On September 2, 2004, the management of ESG met with staff to request authorization to complete the energy audits
outside of the expired contract. * As ESG agreed it would complete and deliver the audits at no cost to the County
(Attachment #2), staff agreed to continue to participate in the energy audit process.

ESG has subscquently completed the energy audit and has delivered a set of energy audit documents to the County.
which details recommended energy savings projects, their costs, and projected annual savings (largely realized through
reduced energy and water consumption). The project costs do not significantly exceed anticipated savings. Therefore.
staff is recommending that the County not further pursue energy savings projects through this process. It is further
noted that the County has no contract with ESG, and can end this without cost.
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This agenda item represents a long-term exploration by staff, and each of the above noted energy savings firms, into
Leon County’s various opportunitics and altematives pertaining to additional energy conservation measures. However,
in the end, it appears that the County has already employed a number of exceedingly reliable energy savings measures
on its own, such that the various opportunities and altenatives which remain appears to be very limited at best.

The Leon County Finance Advisory Committee recently reviewed proposed project results and questioned if this was
the most cost effective mechanism to pursue the work. It is anticipated to take more than eight years for the anticipated
savings to offset the project costs. Some of the projects were recommended based solely on the projected energy
savings alone (such as replacing toilets in the jail with systems that utilize less water and changing lighting fixtures).
However staff would recommend the pursuit of other projects for reasons other than potential energy savings (such as
raising the Courthouse ventilation intake to the roof). These projects, however, can be delivered less expensively
through normal contracting procedures and considered for funding through the budget process.

It is staff's recommendation to forego any further third-party involvement in energy savings issues, and for the County
1o continue to elect and self-perform its own additional energy conservation measures at reduced costs, which will
maximize the available benefits to be received.

Nevertheless, if the Board opts to further explore the concept of employing additional energy conservation measures in
general through the available services of a qualified energy savings company in partieular, then staff recommends a 90-
day postponement and re-scheduling of the Board workshop on this issue for Tuesday, September 13, 2005, from 12:00
p.m. to 1:30 p.m.

Options:

1. Cancel the workshop on Investment-Grade Energy Audit of County Facilities scheduled for May 10, 2005, from
12:00 p.m. to 1:30 p.m. and do not further pursue a project agreement with Energy Systems Group.

2. Re-schedule the Board workshop on Investment-Grade Energy Audit of County facilities for Tuesday, September

13, 2005, from 12:00 p.m. to 1:30 p.m.

Do not cancel the workshop on Investment-Grade Energy Audit of County Facilities.

Do not re-schedule the workshop on Investment-Grade Energy Audit of County Facilities.

Board direction.

bkl

Recommendation;
Option #1.
Attachments:

1. December 9, 2003 Agenda Item and Follow-up
2. Letter from Energy Systems Group
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